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ITEM 1 


DRAFT BUDGET: 2010/2011 FINANCIAL YEAR AND MTREF FOR 2011/2012 AND 
2012/2013 


(6/1/1 (2010/2011) 


1. PURPOSE 

The Local Government Municipal Finance Management Act, no 5 of 2003 Section 24, requires 
the tabling of the annual budget at least 30 days before the start of the budget year. 

2. BACKGROUND 

The Budget as table was tabled and approved by Council in erms of section 16(2) of the MFMA, 
on 25 March 2010. The Budget which was prepared to meet the Integrated Development Plan 
priorities as well as the turn around strategic objectives of the Westonaria Municipality, is now 
tabled in terms of section 24 of the MFMA. 

All Departments have been consulted to enhance the production of a credible balanced budget. 
Consultative meetings were also held with councillors, unions, the community and other interest 
groups (businesses, youth, etc.) It was also submitted to the Gauteng Provincial Treasury and 
Gauteng departement of Local Government and Housing. 

The increases on the operational budget are informed by the adjustment budget, year to date, 
actual operative expenditure and the inflation forecasts of 5,7%, 6,2% and 5,9% for 2010/2011, 
2011/12 and 2012/13 respectively, as shown in MFMA circular no 51. 

For ease of reference, the draft budget for 2010/2011 and the two indicative years, is repeated. 

New municipal budget and reporting regulations were promulgated on 17 April 2009, as per 
Government Gazette no 32141. As part of the new regulations, a totally new format is also 
prescribed in which municipalities must submit the budget for adoption and/or approval. This 
resulted in the re-engineering of the financial database in order to populate the prescribed 
forms. 

Attached as an annexure, are the following documentation: 

• Tables and supporting tables as prescribed 

• Budget regulation charts 

• Budget related policies 

The draft budget makes provision for all the functions and responsibilities of the WALM as 
provided for in the 2009/2010 financial year, as informed by National and Provincial priorities, 
the IDP, the turn around strategy and the outcome of the councillor’s lekgotiha. 

The outcome of the councillors lekgothia resulted in some budget cuts like overtime, telephone 
cost, conference fees, travelling and subsistence, entertainment and other. 

1. EXECUTIVE SUMMARY 

The total draft estimates of the Westonaria Local Municipality for the 2010/2011 financial year 
amounts to R410,5 million and consists of an operating budget of R328,2 million and a capital 
budget of R82,2 million. Included in the total draft estimates, is a surplus amount of R0,9 
million. 
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The following is a concise summary of the draft budget for the 2010/2011 financial year, as 
contained in table A1 (budget summary). 

Description 

Operating revenue 
Capital funding 
Draft surplus 
Operating expenditure 
Capital budget 
Total estimates 


2. OPERATING REVENUE 

Total revenue amounts to R325,9 million and is contained in table A4 (budgeted financial 
performance). 

2.1 Property Rates 

The gross property rates income amounts to R33,2 million and the income forgone 
(rates rebates in terms of the rates policy) amounts to R7,4 million. The net property 
rates income amounts to R25,82 million. The budget provides for a 6% rate increase. 

2.2 Service Charges 

Service charges consist of the following services: 


Electricity 

R 44,2 million 

Water 

R 89,2 million 

Sewer 

R 15,9 million 

Refuse 

R 6,3 million 

Other 

R 0,4 million 

Total 

R175,2 


As a result of the 25,3% increase by ESCOM as from 1 July 2010, electricity tariffs 
need to increase by 22% subject to approval by NERSA. 

Rand Water tariffs increase by 15,3% as from July 2010 and as a result water tariffs 
increase by 12% as from 1 July 2010. The proposed tariff increase for refuse removal 
is 6% and sewer 5,8%. Other service charges increase by 5,6%. 

2.3 Rent of facilities and equipment 

Expected revenue for 2010/2011 amounts to R0,42 million. 

2.4 Interest earned - external investments 

This source of revenue refers to interest earned on the investment of surplus cash. 
The expected revenue for 2010/2011 amounts to R0,12 million. 

Transfers recognised - operationai 

Operating grants and subsidies represent 32% of the revenue sources of the 
Westonaria Local Municipality. The budgeted amount totals to R104,8 million. 


2010/2011 

-R325 044 287 
-R 82 274 381 
R 960 188 
R324 984 099 
R 82 274 381 

R407 258 480 
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2.5 Other own revenue 

Other revenue amounts to R4,3 million. 


OPERATING EXPENDITURE 

Operating expenditure amounts to R324,9 million and is contained in Table A4 (budgeted 
financial performance) and supported by information in supporting table SAl. The net result 
between expenditure and revenue is a provisional surplus of R960 188. 

More information on operating expenditure is included in the attached supporting tables. 

3.1 Employee related costs 

Due to budgetary constraints, provision is only made for the current filled posts as at 
28 February 2010. This will revisited during the compilation of the final budget for 
2010 / 2011 . 

Zero-based budgeting was used to determine employee related costs for 2010/2011 
and the following are included: 

■ Provisional annual salary increase of 8,5% 

■ Provision for annual notch increases where applicable 

■ Estimated increase in medical tariffs of 15% 

Total personnel costs amount to R90,6 million and represent 28% (31:2009) of total 
operating revenue. The main components associated with personnel costs are 
contained in supporting table SAl. 

3.2 Remuneration of Councillors 

Provision is made for an increase of 8,5% in councillor allowances. 

3.3 Debt Impairment 

Debt impairment relates to the provision for bad debts associated with the low 
payment levels. A realistic provision is essential to ensure a cash back budget. This 
provision increased to R30,5 million based on an average rate of payment of 75%. 

3.4 Collection Cost 

Collection cost amounts to Rl,2 million (Rl,l million for 2009/2010). 

3.5 Depreciation 

Provision for depreciation for the 2010/2011 financial year, as per the financial policy 
of the Westonaria Local Municipality, amounts to R5,l million and makes provision for 
current assets, assets purchased during 2009/2010 and the capital budget for the 
2010/2011 financial year. The full application of GRAP 17 only impacts on the 
2011/2012 budget. 

3.6 Interest and Redemption on External Borrowing 

This provision is for servicing the current external loans and a new loan of R25 million 
to finance CAPEX for 2010/2011. The budget provision amounts to Rll,6 million. 
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3.7 Other General Expenditure 

Other general expenditure amounts to R30,5 million and represents 9% of total 
operating revenue for the 2010/2011 financial year. Detailed information on other 
general expenditure is provided in supporting table SAl. 

CAPITAL EXPENDITURE 


The draft capital budget for the Westonaria Local Municipality for the 2010/2011 financial year 
amounts to R82,2 million. The capital budget will be funded as follows: 


MIG grants 
DWAF grant 
DBSA/DLG grant 
WRDM contribution 
(Subject to confirmation) 
External loan 
(Subject to approval) 

BUDGET ASSUMPTIONS 


R43 254 681 
R 3 100 000 
R 7 000 000 
R 4 000 000 

R24 919 700 

R82 274 381 


During the compilation process of the draft estimates for the 2010/2011 financial year, the 
following assumptions were made: 

o A 8,5% increase is budgeted for salary adjustment and councillor allowances, 
o An inflation forecast of 5,7% 
o Approval for CAPEX funding by the WRDM 
o Approval of an external loan of R25 million by external lenders. 

BUDGET RELATED POLICIES 


The following policies are regarded as budget related policies as contained in the MFMA. 
Since no changes are recommended to be made to the policies, they are listed for 
cognisance. 

6.1 Asset Management Policy 

6.2 Banking and Investment Policy 

6.3 Revenue Management Policy (including credit control, debt collection and indigent 
policy) 

6.4 Supply Chain Management Policy 

6.5 Property Rates Policy. 

In terms of Budget Circular 51 of 2010, the Council must adopt and implement a Virement 
policy. Attached hereto as Annexure “A” p 6 - 12, is a proposed virement policy for 
consideration and adoption. 


•/ckiefck 
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DRAFT BUDGET: 2010/2011 FINANCIAL YEAR AND MTREF FOR 2011/2012 AND 


2012/2013 
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RECOMMENDATION by the Chief Financial Officer 

1. The draft operating and capital budget of the Westonaria Local Municipality for the financial year 
2010/2011 and indicative amounts for the two projected outer years of 2011/2012 and 
2012/2013, be adopted as contained in the following attached schedules: 

• Overall budget summary of budget, financial position, cashflow and service delivery 
objectives, reflected in table A1 

• Operating revenue by standard classification, reflected in table A2 

• Operating expenditure standard classification reflected in table A2 

• Measurable performance objectives per municipal note, reflected in table A3 

• Measurable performance objectives for revenue from each source, reflected in table A4 

• Projection of cashflow, reflected in table A7 

• Actual and projected financial position reflected in table A6 

• Basic service delivery performance objectives, reflected in table AlO 

• Capital expenditure standard classification reflected in table A5 

• Capital funding by source, reflected in table A5 

2. The budget of the WALM for the 2010/2011 financial year be placed on the website and be 
forwarded to all relevant stakeholders as prescribed by the Municipal Finance Management Act. 


3. Cognisance be taken of the budget related policies. 

4. The Virement policy as per Annexure “A” be adopted and implemented. 

5. That the following rates and tariff adjustments be approved as from 1 July 2010: 

• Property Rates 6 % 

• Electricity tariffs 22 % 

• Water tariffs 12 % 

• Sewer tariffs 5,8 % 

• Refuse tariffs 6 % 

• Other service charges : 5.6 % 
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WESTONARIA 

Local Municipality 



BUDGET SPEECH 2010 


Mr Speaker 

Executive Mayors, speakers and other leaders in local government 

Members of Mayoral Committee 

Councillors 

Leaders of political parties in Council 
Municipal Manager, Executive Managers and Managers 
Distinguished guests 
Comrades and Friends 


This budget has been compiled in accordance with National Treasury’s requirement of multi-year 
budgeting and precribe budget formats and reporting. Some of the main challenges we will face 
in the coming financial year is the implementation of the Turnaround Strategy. 

The budget represents continuity and change. We continue to implement our policies of 
redressing backlogs in service provision, building our people and growing the economy. We must 
change and it has become even more urgent that we must transform our institutions to truly serve 
our people. 

We inherited an economy in a state of collapse, where for instance no South African firms were 
able to compete in global markets. It is therefore inescapable that as we continue to focus on the 
growth, development and modernisation of the First Economy, we must fight poverty and 
underdevelopment, disease and joblessness and focus our energies on integrating the Second 
Economy into the mainstream while providing the safety net of social services. 

Our mandate remains to provide equitable service delivery to all our people, to service all our 
ratepayers equally and to do good business so that our residents can enjoy a good quality of life 
and our town can attract more investment. 

It is simply good business to grow and support middle class. This is our ratepayer base and the 
income generators of our town. From this group also come the job creators and those who grow 
our economy and improve the skills level of our people. 

Mr Speaker 
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In his 2010 State of the Nation Address, the President signalled that government intends to: 
Deliver more and better services in a caring and efficient manner; 

Hold political office bearers and public servants accountable; 

Shift resources to new priorities; 

Move from debate to effective implementation and decisive action; and 
Work in partnership with communities, labour and business to achieve our shared 
objectives. 

These objectives are directly relevant to municipalities. The challenge for each municipality is to 
do more within its existing resource envelope. 

Efficient and effective public services 

The national Budget Review 2010 notes: 

Over the next few years, government must deliver more services — and deliver them 
more efficiently - within a tight resource envelope. Achieving this objective requires 
a new way of working: 

The budget has been reprioritised so that money is moved from low-priority 
programmes to high-priority programmes. 

A performance culture where people are held accountable for their actions, 
accompanied by clear, measurable outcomes related to key development 
priorities. 

Government will manage growth in its consumption expenditure (wages, 
and goods and services) and obtain better value for money. 

Corruption, particularly in the tender system, will be uprooted. 

As a Municipality we adopt similar stances on these issues. This is particularly 
important in the run-up to the local government elections. We as councillors need to 
remain focused on the effective delivery of core municipal services, and steer away from 
seeking to buy political support through patronage, ad hoc public relations projects, events or 
donations or any other action that is not consistent with the Code of Conduct for Councillors - as 
set out in the Municipal Systems Act 32 of 2000. 

Municipalities’ role in employment creation 

The national Budget Review 2010 notes: 

Employment is central to human dignity, sustainable economic development and 
social cohesion. Creating jobs and increasing employment is South Africa’s most 
critical objective. 

The municipality ought to focus on maximizing its contribution to job creation by: 

Ensuring that service delivery and capital project use labour intensive methods 
wherever appropriate; 

Ensuring that services providers use labour intensive approaches; 

Supporting labour intensive LED projects; 

Participating fully in fhe Exfended Public Works Programme; and 
Implementing interns programmes. 

Municipal Property Rates Act 
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The Department of Cooperative Governance and Traditional Affairs issued regulations, 
effective from 1 July 2009, that prescribe the rate ratio for the non-residential categories public 
service infrastructure and agricultural properties relative to residential properties. Processes are 
underway to also prescribe a ratio with respect to public benefit organisations relative to 
residential properties from 1 July 2010 as follows: 

Categories Ratio in relation to residential property 

Residential property 1 : 1 

Agricultural property 1 :0.25 

Public service infrastructure property 1 :0.25 

Public benefit organisation property 1 :0.25 

MUNICIPAL TURN AROUND STRATEGY (TAS) 

The Minister for Cooperative Governance and Traditional Affairs (COGTA) during December 
2009 hosted an Indaba where the State of Local Government Report was considered. A 
framework was adopted. Provincial Turn Around strategies are to be developed and 
implementation plans are to be put in place. 

The national and provincial frameworks were discussed at a meeting held on 4 February 2010. 
Municipalities were given time until end of March 20 1 0 to adopt the implementation plans which 
informs the 2010/1 1 Budget and IDP process. Details of this strategy will be outlined later. 

The overall goals of the Turn Around Strategy are to 

■ 4 - Restore the confidence of communities in local government 

4 - Rebuild and improve the basic requirements for a functional, responsive, 
accountable, effective and efficient developmental local government 

The strategic objectives of the Strategy are to 
4 - Ensure that basic needs of the community are met 

4 - Build clean, effective and efficient responsive and accountable local government 
4 - Improve performance and professionalism in municipalities 
4 - Improve national and provincial policies, oversight and support 
4 - Strengthen partnerships between local government, communities and civil society. 

Mr Speaker 

The South African economy is slowly recovering, with economic growth of 2.3 per cent projected 
for 2010. However, it will take some time for the economic upturn to flow through to increased 
municipal revenues and better cash flows. Consequently, municipal revenues and cash flows are 
expected to remain under pressure in 2010/11. With the compilation of this Budget we adopt a 
conservative approach when projecting expected revenues and cash receipts. The Turn around 
strategy (TAS) also pay particular attention to managing all revenue and cash streams effectively, 
especially debtors. 

Given the constraints on the revenue side, the budget process forced us to make some very tough 
decisions on the expenditure side this year. Priority ought to be given to: 

Ensuring that basic services meets the required quality standards at all times; 

Protecting the poor from the worst impacts of the economic downturn; 

Supporting meaningful local economic development (EED) initiatives that foster micro 
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and small business opportunities and job creation; 

Securing the health of our asset base (especially the municipality’s revenue 
generating assets) by increasing spending on repairs and maintenance; and 
Expediting spending on capital projects that are funded by conditional grants. 

Special attention was also given to control unnecessary spending on nice-to-have 

items and non-essential activities, such as travel expenses, telephone cost, overtime payments, 

legal expenses, public relations activities and consultancy and other outsourced services. 

The capital budgets reflect consistent efforts to address the backlogs in basic services and the 
refurbishment of existing network services. 

Operational Budget 

Our operational budget for 2010/2011 can be summarised as follows: 

Income R325,9 million 

Expenditure R324,9 million 

Budget Surplus R 1,0 million 

Operational Income of R325,9 million consist of income from services charges which totals to 
R175,3 million, representing an increase of 15%, Property Rates income which total to R26,2 
million and represents an increase of 7%, grants and subsidies of RIO 1,5 million and lastly 
other income which totals to R22, 9 million representing an increase of 9,5% 

The estimated operating expenditure for 2010/2011 amounts to R324,9 million indicating a 
8,2% growth. 

In order to strengthen the financial resource base of municipalities and as a follow up on current 
year’s allocation, the National Government has allocated category one to three Municipalities, an 
equitable share for 2010/201 1 in line with the framework for the remuneration of Councillors. 

Mr Speaker, let me also mention that for the past 5 years Westonaria Municipality received four 
(4) unqualified audit reports. For the past 10 years we received 8 unqualified audit reports. 

A classification of operating expenditure is as follows: 

Personnel Cost: R90, 5 million-representing. Only critical positions which needs to be filled to 
improve service delivery will be filled.The Budget also provides for general salary increase as per 
the Salga/Eabour agreement which is linked to the inflation rate. 

Personnel expenditure represents 27,9% (2009: 30%) of total income which is less than the set 
target of 37% and within the expected norm of between 27% and 35%. 

Bulk Water and Electricity purchase costs: R 122, 3 million (Including the Rand water tariff 
adjustment of 14,3% and Escom tariff adjustment of 

Repair and Maintenance cost: R15, 3 million 

Capital Cost (Interest on external borrowings): R1 1.6 million. It represents 3, 6% of the total 
Expenditure Budget which reflect a conservative approach to external borrowings. 
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General expenditure: R27,0 million, which reflects an increase of only 2,7% as a result of the 
Turnaround strategy and the impact theirof on certain expenditure votes. 

Provision for Bad debts: R30,5 million, which reflects 9,4% of the total Budget 

Impairment of assets (depreciation of assets), contrated services and others amounts to R43,0 
million. 

As I indicated during the State of the Town Address that capacity building and development for 
the vulnerable sectors that include Youth, Gender, the Elderly, People with Disabilities and 
Children will play centre stage. We promised to make early childhood development our priority. 

According to Gauteng Social Development Strategy Gauteng Province has a relatively high 
prevalence level among young women of child bearing age, who live in informal settlements and 
bear the brunt of this scourge. Gender power relations and social stigma are major barriers to the 
control HIV/AIDS. Women and girls typically, face inadequate and unequal access to primary 
health care-especially reproductive health care-to food and nutrition to sustain a healthy life. 
Education is another area of gender inequality. 

Among children requiring special protection, gender based discrimination contributes to specific 
problems for girls, including sexual exploitation and violence. 


The following amounts have been made available in the 2010/1 1 financial year: 


Y outh: 

R400 000 

Women: 

R300 000 

Disabled: 

R150 000 

Children: 

R150 000 


Government communication is not a stand alone or self serving discipline. It is a strategic and 
planned process aimed at supporting the implementation of the policy and programmes designed 
by government to better the lives of our people. As a Municipality we must have a dedicated 
communication capacity which puts in place an intentional and planned communication 
programme. 

This communication programme will include internal and external communication, imbizo 
programme, media and stakeholder liaison, publication and content development; and marketing 
and branding. An amount of R300 000 will be budgeted to ensure that a vigorous marketing 
strategy is developed and implemented 

Development of Wards (Service Delivery Programmes): R225 000 (R15 000 per ward) 

In support of Provincial and National Programmes towards this development and the fight against 
HIV/AIDS, an amount of R8 14,971 has been budgeted for this unit’s programmes. It will be 
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funded from a Grant Allocation from Gauteng Province. Furthermore in line with the 
Municipality’s commitment to promote participatory democracy and communication, an amount 
of R3 1 8 000 has been set aside for this purpose. 

An amount of R500 000 has been allocated for training, community participation and vulnerable 
sectors. Other items catered for under operating expenditure are. Community Development, 
Sports Development. 

Poverty Alleviation through the implementation of the National Government’s Policy on free 
basic services, indigent support to those who are really poor, has been provided for, in the 
2010/2011 budget. The Budget provision to provide free basic services and Indigent support 
amounts to R38, 2 million. 

Capital Budget 

As stated during the 2010 State of the Town address that our challenge is to strive towards 
sustainable and effective service delivery to our communities through the implementation of 
effective plans and hard work and that positive results are the only way to install confidence and 
hope in communities by investing and maintaining old infrastructure, this is the route we wish to 
take. 


An amount of R15,3 million has been budgeted for repair and maintenance of infrastructure and 
this includes maintenance of essential services. We also want this meeting to note that some of 
the projects will be rollover projects from 2009/2010 financial years. 

The capital Budget amounts to R72, 7 million and will be funded as follows: 


External Loan 
DWAF 
Grants (MIG) 

DBSA 

Provincial Gov. (DAC Funding) 


R21, 7 million 
R 3, 3 million 
R38, 6 million 
R 6, 7 million 
R 3, 0 million 


Our staff members received training on Cipal, which its purpose is to manage documents 
effectively and efficiently. This programme will also assist in developing SMMEs in the Greater 
Westonaria. The amount set aside for this programme is R300 000 and it is a grant receives from 
Department of Housing and Local Government. 

Grant: CIPAL Project (Roll over from 2008/2009): R300 000 


Capital Expenditure relates to: 


MIG Projects: 

MIG Projects 

HvN WWTW-Mechanical Refurbishment 13,825,083 

Upgrading Westonaria Solid Waste Disposal Site (phase 3) 5,768,746 

Installation of Pre-paid water meters 1,100,000 

Zuurbekom Multi Purpose Sport and Recreational Community 
Centre 1,959,000 

Establishment of new Cemetery in Simunye (phase 1&2) 3,213,717 
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Simunye Multi Purpose Community Centre(Phse 1) 

Simunye Multi Purpose Community Centre(Phse 2) 

Construction - Simunye internal roads 
Construction of New Taxi Rank in Westonaria 
Simunye Library 

Venterspost: Replacement of sewer pipelines and pumpstations 

Other Capital Projects 

Water Network and systems 

Integrated Asset Management 

Electricity network and systems 

Stormwater network 

Sewer network and sewerplant 

Replacement of Obsolute vechile 

fleet 

Waste management 
Library: Simunye 

FUNDING OF CAPITAL 
BUDGET 

MIG 

DWAF 

DBSA 

WRDM 

EXTERNAL LOANS 


1,769,687 

1,831,148 

3,390,247 

200,000 

3,294,348 

6,902,705 

7.100.000 

7.000. 000 

4.140.000 

2 . 000 . 000 

792.000 

10,494,000 

935.000 

2 . 100.000 


43,254,681 

3,100,000 

7.000. 000 

4.000. 000 
24,889,700 
82 , 244,381 


Local Economic Development Strategy 

Westonaria Local Municipality realizes the importance of creating and maintaining sound 
business partnerships in order to meet some of our service delivery commitments. To that end the 
Municipality, through partnership with the Department of Housing and the Private Sector, will 
ensure that processes leading to provision of houses are fast tracked in order to provide short term 
and sustainable job opportunities. 

This financial year we will create jobs and develop entrepreneurial skills for people in Greater 
Westonaria, and will be offered through the Local Business Support centre. An amount of R400 
000 for Youth Development is made available whilst other programmes will be implemented 
through Public- Private Partnership. 


DEBT OWED TO COUNCIL 

Mr Speaker, the debt owed to Council, remains one of our major challenges to service delivery. 
Consumers in Westonaria owed the Council over R90 million at the end of February 2010, of 
which 70% is older than 120 days. The debt owing has increased from 28.9 million in June 2008 
to R90 million in February 2010, which is very concerning indeed. 

The areas owing the most debt are Simunye - R3L3 million; Bekkersdal - R22.2 million and 
West Rand Agricultural Holdings R7 million. 43% of the debt is for water; 13% is for electricity; 
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12% is for rates and 32% is for refuse removal and sewer. The indigent policy is being reviewed 
and the registration will be strictly applied with the active involvement and assistance of Ward 
Councillors, Community Development Workers and Ward Committees to ensure that only those 
who are genuinely indigent, will benefit as policy prescribes. 

As part of the Municipality’s debt collection efforts, the installation of pre-paid water meters has 
started and will be across the municipal area. This will assist us to regulate water usage and also 
ensure that our clients’ accounts are charged accurately. Up till end April 2010 nearly 1000 
meters has been installed. Due to increased credit control and debt collection strategies the rate of 
payment improved from a low 67% to and average rate of 77% and a projected rate of 80% for 
2009/10. The Turnaround strategy will maintain and improve this payment levels. As a result of 
the TAS the total operating budget increase by 8% despite hudge increases in Escom and Rand 
water tariffs. 

It is important that we find ways and means to recover these monies which are currently creating 
budget allocation constraints; the Municipality does not have the resources to continuously 
finance this debt. 


Tariff Increases 

In balancing the budget for the current financial year, special care was taken in making sure that 
the municipality’s resources are managed, such that we are able to meet our institutional 
objectives. This budget makes provision for tariff increase of 12% for water as a result of a 
14,3% increase in Rand Water tariffs, refuse removal and solid waste tariffs will increase by 7%. 
Property Rates will in general increase by 6%. Provision has been made for an electricity tariff 
increase of 15,3% pending NERSA’s approval. 

Bulk water supply to the mines will be at the Rand Water tariff plus 40 cents per kl. 

Division of Revenue Act. 

The Budget includes the following transfers from National and various Provincial Governments 
as set out the the Division of Revenue Act. 


Equitable share 

Municipal Systems Improvement Grant (MSIG) 
Finance Management Grant (FMG) 

Municipal Infrastructure Grant (MIG) 

MIG Regional Bulk Infrastructure grant 
Extended Public Works Programme (EPWP) 
Eibrary DAC funding 
Eibrary equitable share 
HIV/Aids programme 


R 79,1 million 
R 0, 75 million 
R 1,0 million 
R45,0 million 
R20,0 million 
R 6,4 million 
R 3,0 million 
R 0,3 million 
R 0,8 million 


Spending on these Grants are regulated and the Municipality needs to comply with relevant 
conditions and terms and reporting requirements. 


That we have succeeded in attaining a balanced budget is attributed to stringent fiscal discipline 
as well as the commitment of all Heads of Departments, Mayoral Committee and Council to the 
process. 
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I would like to thank the administrative staff for preparing this budget and also for keeping us all 
on our toes throughout the year. 

In conclusion, I thank my comrades and colleagues, the councillors, especially Mayoral 
Committee. I thank you all for your hard work and efforts. We have been elected to serve our 
people, and to provide them with a better quality of life. Together we can do more 

I thank you 
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WESTONARIA 

Local Municipality 


Virement Policy 


I NTRODUCTION 

1. Webster’s New Millennium Dictionary of English defines ’’Virement” as ’’a 
regulated transfer or re-allocation of money from one account to another, 
especially public funds.” 

Z. A virement represents a flexible mechanism to effect budgetary amendments 
within a municipal financial year. 

3. Changing circumstances and priorities during a financial period may give rise 
to a need to virement (transfer) funds within or between approved votes, as 
defined in the Municipal Finance Management Act 56 of Z003 (MFMA). The 
treatment of such instances may, however, be dependent on whether an 
adjustments budget is required or not. 

PURPOSE 

1. The Chief Finance Officer has a statutory duty to ensure that adequate 
policies and procedures are in place to ensure an effective system of 
financial control. A municipality’s virement policy and its underlying 
administrative process within the system of delegations is one of these 
controls. 

2. Section 81(1)(d) of the MFMA states inter alia that ’’The Chief Financial 

Officer of a municipality must advice senior managers and other 

senior officials in the exercise of powers and duties assigned to them in terms 
of section 78 or delegated to them in terms of section 79 ” 

3. It is the responsibility of each Executive Director of each Directorate to which 
funds are allocated, to plan and conduct assigned operations so as not 
expend more funds than budgeted and to ensure that funds are utilized 
effectively and efficiently. 

4. Section 78(1)(b) of the MFMA states inter alia that ’’each senior manager of a 
municipality and each official of a municipality exercising financial 
management responsibilities, must take all reasonable steps within their 
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respective areas of responsibility to ensure (b) that the financial and 

other resources of the municipality are utilized effectively, efficiently, 
economically and transparently ; ” 

5. This policy aims to provide guidelines to senior management in the use of 
virements as a mechanism in their day-to-day management of their 
budgets. In addition, it specifically aims to empower senior managers with 
an efficient financial and budgetary system to ensure optimum service 
delivery within the current legislative framework of the MFMA and the 
town’s system of delegations. 

DEFINITIONS 

1. Accounting Officer (MFMA) 

” ..(a) in relation to a municipality, means the municipal official referred to 
in section 60, or ” 

Z. Approved Budget (MFMA) 

”.. means an annual budget - 

(a) approved by a municipal council, or 

(b) approved by a provincial or the national executive following an 
intervention in terms of section 139 of the Constitution and 
includes such an annual budget as revised by an adjustments 
budget in terms of section ZS.” 

3. Chief Financial Officer (MFMA) 

"a person designated in terms of section 80(Z)(a)’’ 

4. Cost Centre 

4.1 Cost centre is a cost collector which represents a logical point at 
which cost (expenditure) is collected and managed by a 
responsible cost centre owner. 

5. Cost element 

5.1 Cost elements distinguish between primary and secondary cost 
elements. Primary cost elements are expenditure items mainly 
generated outside the organization. Secondary cost elements are 
utilized to reallocate cost by means of assessments, internal billing 
or activity based recoveries. 

6. Executive Director 

6.1 Section 56 of the Systems Act states inter alia that: "Appointment 
of managers directly accountable to municipal managers - (a) a 
municipal council, after consultation with the municipal manager, 
appoints a manager directly accountable to the municipal 
manager ••• 

7. Financial Year 

7.1 The 1Z month period between 1 July and 30 June. 

8. Vote (MFMA) 

8.1 "(a) one of the main segments into which a budget of a 
municipality is divided for the appropriation of money for the 
different departments or functional areas of the municipality, and 
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(b) which specifies the total amount that is appropriated for the 
purpose of the department or functional area concerned.” 

8.Z In the case of the Town Council of Westonaria, the definition of 
"Vote” is set at directorate level, with the exception being tariff 
funded services as a result of their closed account nature e.g. 
electricity, water and solid waste. 


9. Virement 

9.1 The process of transferring an approved budgetary provision from 

one operating cost element or capital project to another within a 
vote during a municipal financial year and which results from 
changed circumstances from that which prevailed at the time of 
the previous budget adoption. 

MFMA REGULATION ON BUDGET VERSUS EXPENDITURE 

1. The MFMA regulates as follows regarding the incurring of expenditure against 

budgetary provisions: 

1.1 Section 15 - appropriation of funds for expenditure 

A municipality may, except where otherwise provided in this Act, incur 

expenditure only - 

(a) in terms of an approved budget, and 

(b) within the limits of the amounts appropriated for the different 
votes in an approved budget. ” 

1.Z Unauthorized Expenditure (MFMA definition) 

(a) overspending of the total amount appropriated in the 
municipality's approved budget; 

(b) overspending of the total amount appropriated for a vote in the 
approved budget; 

(c) expenditure fro a vote unrelated to the department or functional 
area covered by the vote; 

(d) expenditure of money appropriated for a specific purpose, 
otherwise than for that specific purpose; 

(e) spending of an allocation referred to in paragraph (b)(c) or (d) of 
the definition of "allocation” otherwise than in accordance with 
any conditions of the allocation; or 

(f) o grant by the municipality otherwise than in accordance with 
this Act.” 

1.3 Overspending (MFMA definition) 

"(a) in relation to the budget of a municipality, means causing the 
operational or capita! expenditure incurred by the municipality 
during a financial year to exceed the total amount appropriated 
in that yearns budget for its operational or capita! expenditure, as 
the case may be; 
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(b) in relation to a vote, means causing expenditure under the vote to 
exceed the amount appropriated for that vote; or 

(c) in relation to expenditure under section 26, means causing 
expenditure under that section to exceed the limits allowed in 
subsection (5) of that section. ” 

1.4 Section 71(1)(g)(iii) states inter alia "(1) The accounting officer of a 
municipality must by no later than 10 working days after the end of each 
month submit to the mayor of the municipality and the relevant 
provincial treasury a statement in the prescribed format on the state of 
the municipality’s budget reflecting the following particulars for that 
month and for the financial year up to the end of that month ..... (g) 
when necessary, an explanation of.... (Hi) any remedial or corrective 
steps taken or to be taken to ensure that projected revenue and 
expenditure remain within the municipality’s approved budget..... ” 


VIREMENT REQUIREMENTS 

1. The virement process represents the major mechanism to align and take 
corrective (financial/budgetary) action within a directorate during a 
financial year. 

Z. In order for a "vote” (directorate) to transfer funds from one cost element or 
capital project to another cost element or capital project, a saving has to be 
identified within the monetary limitations of the approved ‘‘giving” cost 
element or capital project allocations on the respective budgets. 

3. Sufficient (non-committed) budgetary provision should be available within 
the “giving” vote’s cost element or project concerned to give effect to the 
budgetary transfer (virement). In addition, the transferring function must 
clearly indicate to which cost element or capital project the budget provision 
will be transferred to and provide a clear motivation for the transfer. 

4. Any budgetary amendment of which the net impact will be a change to the 
total approved annual budget allocation and any other amendments not 
covered in this policy are to be considered for budgetary adoption via an 
adjustments budget (per MFMA Section Z8) 

5. In terms of Section 17 of the MFMA a municipality’s budget is divided into an 
operating and capital budget and consequently no virements are permitted 
between Operating and Capital Budgets. 

6. Virements are not permissible across or between votes. 

7. Virements between Trading- and Rate-funded functions are not allowed, 
due to the differing impacts on respective tariff- or rate-borne services’ 
budgets, unless adopted via adjustment budgets (per MFMA section Z8). 

OPERATING BUDGET VIREMENTS 

1. Virements are not allowed to utilize special purpose budgetary allocations 
adopted by Council as such and to which specific Council recommendations 
apply (e«g« budget strategy for growth in repairs and maintenance provisions) 
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and which result from specific resolutions adopted when adopting the budget 
as virement sources. 

Z. Sound motivations should be provided for all virements, as provided for on pro 
forma virement documentation. 

3. Specific virement limitations: 

3.1 No virements are permitted between primary and secondary cost 
elements. 

3.Z No virements are permitted to and from grants and subsidies paid, 
except if supported by Council decision for such transfer and as per the 
approved Grants-in-Aid Policy. 

3.3 Salaries, Wages and Allowances Subjective Category: 

3.3.1 Virements are allowed between cost elements of - and only if these 
virements are within - this subjective category. 

3.3. Z Virements to and from this subjective expenditure category are 

subject to the approval of the Director: Budgets. 

3.4 Remuneration of Councillors 

3.4.1 Virements within this category are allowed. 

3.4. Z No virements to and from this category are allowed. 

3.5 General Expenditure and Repairs and Maintenance (Primary) 

3.5.1 Virements to and from cost elements within these categories are 
allowed (virements are allowed from General Expenditure to Repairs 
and Maintenance). 

3.5. Z The following cost elements categories are not to be used as sources of 

virements, but virements are allowed within each category. 

* training related expenditure 

* bargaining council provisions and skills development levels 

* insurance related provisions 

* pensioner and continued members 

* repairs and maintenance 

3.5.3 No virements are allowed to and from the following cost elements or 
provisions: 

* CID$ 

* Capital Expenditure related elements 

* Scrapping of assets/stocb 

* Insurance fund 

3.5.4 Repairs and maintenance (primary) virements are to be processed 
via internal orders. 

3.5.5 Contracted services and collection costs 


Virements to and from these elements are allowed 
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3.5.6 No virements will be permitted to and from the following expenditure 
categories, unless such amendments are effected within the cost 
element. 

* Bulb purchases 

* Bad debts 

* Interest charges and depreciation 

* Indigent relief and income forgone 

* Appropriation accounts 

3.5.7 Revenue 

* No virements will be approved on any revenue element. 
Revenue provisions’ amendments are to be adopted via an 
adjustments budget. 

3.6 Secondary Operating Cost Elements 

3.6.1 Virements are allowed within the same cost elements. The service 
requestor and service provider must both endorse such virements. 

3.6. Z Internal utilities and bulb internal utilities virements are permissible, 

on condition that the respective internal utilities revenue and bulb 
internal utilities revenue are amended simultaneously. 

3.6.3 Virements are only permitted within the same cost element n the 
following categories: 

* Activity based recoveries 

* Internal utilities 

* Bulb internal utilities 

3.6.4 Virements may not increase the total approved budget of that cost 
element. 

3.6.5 Virements are not permissible in relation to support service charges 

3.6.6 No virements which relate to insurance departmental premiums or 
internal capital charges, will be permitted. 

3.7 Ward Allocations Projects 

3.7.1 All conditions under "Operating Budget Virements” section above 
should be met, as well as the following when virementing between 
ward allocation projects. 

3.7. Z Only virements between existing projects approved by Council, within 

the same sub-council, and within the same directorate will be 
permitted. 

3.7.3 Virements will only be considered if approved by the relevant sub- 
council (sub-council resolution) and supported by the project 
managers and finance managers of the projects involved (annexure 
D) 

3.7.4 Motivations for virements between projects should clearly state the 
reason for the saving within the "giving” project as well as the reason 
for the additional amount required. 
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CAPITAL BUDGET VIREMENTS 

1. Only virements which relate to projects approved as part of annual or 
adjustments budgets, will be permitted. 

Z. No virements of which the affect will be to add ‘‘new” projects onto the 
capital budget, will be allowed. 

3. Virements may not cause an increase to individual projects’ total project 
cost. 

4. Virements must be between projects of similar funding sources (e g EFF ^ 
EFF) 

5. Implementation of the project from which funds are viremented may not be 
prejudiced (I e must not hinder completion of the project) 

6. Motivations for virements should clearly state the reason for the saving 
within the "giving” project as well as the reason for the additional amount 
required. 

Secondary Capital Cost Elements 

1. Virements are permissible only within the same cost elements of different 
projects. 

Z. The service requestor and service provider must endorse such virements 

3. Proposed secondary capital expenditure virements must be approved by the 
Director: Budgets 

Ward Allocations Projects 

1. Only virements between existing projects approved by Council within the 
same sub-council and within the same directorate, will be permitted. 

Z. Virements will only be considered if approved by the relevant sub-council 
(sub-council resolution) and supported by the project managers and finance 
managers of the projects involved. 

3. Motivations for virements between projects should clearly state the reason 
for the saving within the "giving” project, as well as the reason for the 
additional amount required. 

PROCESS AND ACCOUNTABILITY 

1. Accountability to ensure that virement application forms are completed in 
accordance with Council’s virement policy and are not in conflict with the 
directorate’s strategic objectives manifests with the head of the relevant 
directorate. 

Z. Completed virement documentation is to be effected by the Director: 
budgets. 

3. Virements approved and processed will be reported for information to the 
Executive Mayor on a quarterly basis. 



